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Budgeting Billions 


By Maurice H. Stans 


Director, U.S. Bureau of the Budget 


A WEEKS AGO, in one of our American cities, the local officials were planning a new 
public works project—a bridge across the river. They discussed location and design and 
construction and cost, and then got around to financing. Part should be paid by the city, part by 
the county,—they said—part by the suburbs and part by the state. But the question was: How 


much by each? It was a knotty problem, and 
there were differences of opinion, because no 
matter what the division it meant more state, 
county and local taxes. No one was happy and 
there was no solution in sight until one fellow 
at the end of the table got up and said brightly: 
“Let’s get the money from Washington—then 
nobody’ll have to pay for it!” 


Budgets are financial plans. That’s true if we speak 
of personal budgets, family budgets, business budgets, 
or the Federal budget. They all deal with the same 
questions: How much do we expect to take in? How 
much do we plan to spend? And, importantly, what 
will we spend it for? 


In the case of the Federal budget, how much we 


Like the preacher with his 
Sunday sermon, I'd like to 
take those words as my text 
for tonight: “Let’s get the 
money from Washington—then 
nobody’ll have to pay for it!” 


I am continually amazed by 
the extent to which this fallacy 
has affected the thinking of 
many Americans. Some 
people apparently think that 
the Federal Treasury is a free- 
flowing well from which funds 
can be drawn in any amount 
for all purposes. And this fal- 
lacious notion feeds on an- 
other — that it is always the 
other fellow’s money which 
will be used to pay for the 
things we might want. 


This Issue In Brief 


Fostering national prosperity and a bet- 
ter way of life demands the practice of 
financial responsibility — and it can begin 
by holding the Federal budget within 
“reasonable bounds,” says Mr. Stans. 

If the growing tendency to rely on the 
Federal government for the solution to all 
problems continues unchecked, it can only 
lead to “bigger and bigger Federal budg- 
ets accompanied by higher taxes in the 
future,” he says. At present, with so many 
programs being proposed as anti-recession 
measures, the nation is “moving rapidly” 
toward $80 billion budgets and the likeli- 
hood of extended deficit spending. 

Mr. Stans urges guarding against the 
tendency to think it will not cost anything 
if the Federal government does it — and 
that the only way to start the economy up- 
ward again is for the Federal government 
to go on a “spending spree.” 





spend and what it goes for 
mirrors our overall national 
policies, affecting our leader- 
ship of the free world, our 
national security, and our na- 
tional welfare. Carrying out 
these policies requires many 
billions of dollars — dollars 
which come from each of us 
when we pay our income taxes, 
and when we buy goods and 
pay Federal excise taxes. And 
don’t forget that the taxes paid 
by corporations are costs 
which are ultimately paid by 
the people, too. 


Years ago there wasn’t so 
much concern or interest in 
what the Federal government 
did or how much it cost. Fed- 


Copyright 1958 by Tax Foundation, Inc., 30 Rockefeller Plaza, New York 20, N. Y. Material may be re-used with proper credit. 


21 








TAX REVIEW, JUNE 1958 


ELLE LL eee ene 


eral activities were few and they were not very ex- 
pensive. Furthermore, a large part of their cost was 
paid for from customs receipts. As a matter of fact, 
for about 130 years the Federal government had no 
budget at all, as we know it today. Until the early 
1920's, the departments and agencies sent their finan- 
cial requests each year to the Secretary of the Treasury 
who had them printed without change and sent to 
the Congress. No consideration was given to how the 
programs of one agency related to those of another, 
or to the total amount that all the agencies together 
were requesting. Under that simple process, preparing 
what was called the Treasury’s “book of estimates” 
took the time of only one employee. 


Average Weekly Spending: $1 Billion 


Of course, Federal budgets in those days were very 
different from what they are now. The cost of all the 
government’s activities in 1916, for example, was only 
about half of what we now spend in one week. The 
structure of government was simpler and our wants 
were more moderate. Total budget expenditures in 
the fiscal year 1916 amounted to 713 million dollars. 
We are spending about 11 times that much now for 
interest on the national debt. Now our average weekly 
spending comes to about 1% billion dollars, and we 
finance it mainly through income taxes. 


Nowadays the process of preparing the Federal 
budget bears no resemblance to the haphazard methods 
of the past. The budget process today is a testing and 
screening of all Federal programs—those currently 
carried on and those proposed for meeting new needs 
or problems. Many months are spent in the examina- 
tion and review of the various activities and their cost. 


Maurice H. Stans has 
been Director of the Bureau 
of the Budget since March 
18, 1958. Previously, he 
was Deputy Director for six 
months. He also served as 
Deputy Postmaster General 
for two years. Formerly ex- 


ecutive partner in the national accounting firm 
of Alexander Grant & Co., Mr. Stans is a past 
president of the American Institute of Certified 
Public Accountants. This Review is a condensa- 
tion of a recent address Mr. Stans made be- 
fore the Illinois Society of Certified Public 
Accountants. 
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From this process emerges an integrated prospectus 
for meeting national objectives, as finally determined 
and recommended by the President. In our system of 
government, the Congress has full power to change 
this plan. The Constitution specifically provides that 
no expenditure shall be made except “in consequence 
of appropriations made by law.” Similarly, the Con- 
gress decides how to raise the money the government 
will need—through taxes, other charges, or borrowing. 


I have mentioned the dramatic increase in the size 
of the budget in recent decades. The needs of national 
security have been a major factor in bringing about 
this increase. Concurrently, there has been a growing 
tendency among our people to rely more and more 
on the Federal government for the solutions to all 
problems,—even if they are essentially state or local 
questions or could be handled by nongovernmental 
action. If this tendency continues unchecked, it can 
only lead to bigger and bigger Federal budgets accom- 
panied by higher taxes in the future. I think there is 
a genuine need for some soul-searching about Federal 
activities with a look to the years to come. 


Restrain Spending Demands 


In the final analysis, it will be up to all of us to 
exercise restraint in making new demands on the 
national government and to work toward strengthen- 
ing the governments in the communities and states 
in which we live. We should never stop trying to assure 
that the Federal government’s resources are used in 
the best possible way. Now, more than ever, with 
pressures on the Federal budget increasing, we must 
be sure that we spend where it will do the most good 
and not just for the sake of spending. We must also 
make every effort to insure that fully justified Federal 
programs are carried out in an efficient manner and 
on a sound financial basis, so that we get our money’s 
worth for every tax dollar we pay into the Treasury. 
We need to do these things to preserve fiscal sound- 
ness in government. 


With these objectives in mind, a good part of our 
total effort in the Bureau of the Budget is directed 
toward better management of Federal programs. We 
start by examining agency requests for funds when the 
budget is being prepared, and continue our review of 
programs throughout the rest of the year. 


To take a specific example, we have been pushing 
vigorously a governmentwide program for the im- 
provement of financial management. It is designed to 
develop financial information that will better portray 
the actual costs of agency operations. This should be 
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a great help to individual citizens and taxpayers’ or- 
ganizations, as they weigh the costs of public services 
against the ends they serve. 


In addition, there is now before the Congress legis- 
lation that would strengthen controls in the appropria- 
tion and use of available funds. This would be accom- 
plished by placing a limitation in each appropriation 
on the amount of goods and services that could be 
received under that fund during a given fiscal year. 
Legislation for this purpose has been strongly sup- 
ported by the President. Through improved practices 
such as these, we shall be able better to control Fed- 
eral expenditures. 


Reduction Pleas Scanted 


In this connection, however, I'd like to dispel the 
illusion that the Federal budget can be cut severely 
simply by squeezing employment costs a little more. 
While we will continue to trim our “overhead” costs, 
the fact to keep in mind is that it is the programs 
themselves that take the major part of our tax dollars. 
If we are to affect the amount of Federal expenditures 
substantially in the long run, we must do it by being 
more selective in the programs of the government. We 
must not only be selective in the new activities we 
ask the government to undertake, but we must also 
be more willing to see reductions in going programs 
which affect us as well as the other fellow. 


I'd like to turn now to the budget outlook as it is 
currently shaping up. While we were working on 
the 1959 budget last fall the Russians successfully 
launched their first Sputnik, dramatizing their tech- 
nological progress. This has resulted in a substantial 
stepup in our defense expenditures. 


Of course, we too had been making great progress 
in shifting to modern weapons and reshaping our mili- 
tary strategy over a period of years before the Sputnik. 
In this connection the 1959 budget reflects two dra- 
matic facts that I would like to mention: 


First, more than three-quarters of the total pro- 
curement funds in 1959 will go for new types of 
equipment which hadn’t been developed, or weren't 
being bought in production quantities, as recently as 
1955, the first full fiscal year after the Korean conflict. 


Second, nearly half of the missile program for 1959 
will be for the five longer range ballistic missiles— 
Atlas, Titan, Thor, Jupiter, and Polaris. Only one of 
these was past the technical study stage 22 years ago. 
In 1953, only 1 million dollars was spent on longer 


range missiles. By last year, 1 billion dollars was spent 
on them—one thousand times as much. In 1959, we 
will expand this program still more. 


Because of our efforts during recent years, we are 
adding immeasurably to the power of our forces. 


With over half of the budget going for defense, we 
are determined that this spending shall be devoted to 
sound and essential purposes and that pressures for 
pump-priming do not lead to unnecessary military 
expenditures. But there is no escaping the great costs 
involved in providing adequately for the security of 
our country under present world conditions. 


I have already mentioned some important consid- 
erations relating primarily to the nondefense portion 
of the budget. When we prepared the 1959 budget last 
fall, we took a good look at all of our domestic pro- 
grams and proposed changes in some of them which 
would lead to sizable future savings. These proposals 
involved reducing programs in which needs were 
changing, transferring some responsibilities to the 
States, reducing subsidies, and encouraging private 
rather than Federal lending. Unfortunately, in the 
present climate, they have received very little consid- 
eration. 


Toward $80 Billion Budget 


Let me turn now to what has happened to the 
nondefense portion of the budget in recent months. 
The early signs of an economic down turn were just 
appearing when we prepared the 1959 budget. Since 
that time various steps have been taken to help re- 
verse it. 


These actions and proposals mean rising expendi- 
tures. Therefore, with lower tax collections as well, 
the deficit in the current fiscal year will be bigger than 
we anticipated, perhaps over 3 billion dollars. Sim- 
ilarly, a large deficit—in the general magnitude of 8 to 
10 billion dollars, according to present tentative esti- 
mates—is in prospect for next year instead of the sur- 
plus we had planned. 


Although deficits are unavoidable now, if the gov- 
ernment is to do its part in promoting economic re- 
covery, we can’t close our eyes to what’s ahead. 
Pressures on the Congress are continuing for vast new 
programs which would commit the government to 
large future expenditures. At the present time, with 
sO many programs being proposed as anti-recession 
measures, we are moving rapidly toward 80-billion- 
dollar budgets, which could well mean extended deficit 
spending. This prospect comes just a year after a great 
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deal of indignation was voiced throughout the country 
about the first peacetime Federal budget totaling 70 
billion dollars. 


Simple prudence compels us to rethink our work 
programs and look critically at each one of the ex- 
penditure proposals being urged upon us. Once turned 
on, the spigot of Federal expenditures cannot be 
turned off overnight even though public demand for 
such action could come about quickly. Equally im- 
portant, we must guard against the tendency to think 
that it will not cost anything if the Federal government 
does it, and that the only way to start the economy 
upward again is for the government to go on a spend- 
ing spree. 


Hasty Actions—Future Burdens 


Let’s not overemphasize the role of the govern- 
ment in bringing about economic recovery. And let’s 
remember that if we overdo the expenditure of money 
by the government we may find ourselves back fight- 
ing inflation again as we were a short time ago. 


We must keep a sense of perspective about our 
national problems and the budget. The current reces- 
sion should not cause us to embark on hasty, ill- 
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considered actions which will add unnecessarily to 
our future burdens. - 


One of the realities in business is that it can’t run 
continuously at a big deficit. Neither can the govern- 
ment. If we take our foot off the brake and start rolling 
with all kinds of spending programs, what we are 
doing is asking for bigger government and larger 
budgets. 


This could well mean higher taxes instead of the 
tax relief we all want over the long pull. And the in- 
creased taxes cannot all come from the other fellow. 
It is a foolhardy misconception to think taxes can be 
paid by something intangible and impersonal called 
“big business” or “big corporations” without ulti- 
mately being borne by all of us as consumers. Our 
policies should be formulated with the view that a 
prosperous nation and a prosperous business com- 
munity go hand in hand. 


To foster national prosperity and a better way of 
life, we must practice financial responsibility. We can 
begin by holding our Federal budget within reasonable 
bounds. But this is going to take the understanding 
and assistance of all segments of our population— 
individual, business organizations, and local, state. 
and national groups. 
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